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With American Express’ “Small Business Saturday” behind us and the 

holiday shopping season underway, a question arises as to whether small 

business can lead the way to economic recovery. Small businesses are 

frequently cited as the engines for economic growth, so faster growth 

among them could have a dramatic effect on the dismal employment 

picture. 
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With American Express’ “Small Business Saturday” behind us and the 

holiday shopping season underway, a question arises as to whether small 

business can lead the way to economic recovery. Small businesses are 

frequently cited as the engines for economic growth, so faster growth 

among them could have a dramatic effect on the dismal employment 

picture. 

Historically, the evidence is mixed. Small businesses are far more 

numerous than large businesses – 90 percent of all firms in the New York-

New Jersey metropolitan area have fewer than twenty employees. Yet 

those firms account for only 20 percent of the workforce (see Figure). 

According to a Small Business Administration study, a small set of “high 

impact” firms – around two to three percent of all firms – accounted for 

nearly all employment growth in the United States between 1994 and 

2006. These new jobs are fairly evenly divided between small and large 

firms.  In the Port Authority region, small business employment growth 
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With American Express’ “Small Business Saturday” behind us and the 

holiday shopping season underway, a question arises as to whether small 

business can lead the way to economic recovery. Small businesses are 

frequently cited as the engines for economic growth, so faster growth 

among them could have a dramatic effect on the dismal employment 

picture. 

Historically, the evidence is mixed. Small businesses are far more 

numerous than large businesses – 90 percent of all firms in the New York-

New Jersey metropolitan area have fewer than twenty employees. Yet 

those firms account for only 20 percent of the workforce (see Figure). 

According to a Small Business Administration study, a small set of “high 

impact” firms – around two to three percent of all firms – accounted for 

nearly all employment growth in the United States between 1994 and 

2006. These new jobs are fairly evenly divided between small and large 

firms.  In the Port Authority region, small business employment growth 

has mirrored the overall trend.  In fact, the share of employment by small 

firms in the New York-New Jersey metropolitan area remained constant 

from 1997 to 2007 (the last year for which data are available) at 20 

percent. Small firms have been important contributors but not unique 

drivers of economic growth.

Small businesses continue to face difficult economic conditions. A 

quarterly survey by the Federal Reserve shows that banks have only 

recently stopped tightening credit conditions for these enterprises. 

Lending is well below pre-recession levels, although it appears to have 
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With American Express’ “Small Business Saturday” behind us and the 

holiday shopping season underway, a question arises as to whether small 

business can lead the way to economic recovery. Small businesses are 

frequently cited as the engines for economic growth, so faster growth 

among them could have a dramatic effect on the dismal employment 

picture. 

Historically, the evidence is mixed. Small businesses are far more 

numerous than large businesses – 90 percent of all firms in the New York-

New Jersey metropolitan area have fewer than twenty employees. Yet 

those firms account for only 20 percent of the workforce (see Figure). 

According to a Small Business Administration study, a small set of “high 

impact” firms – around two to three percent of all firms – accounted for 

nearly all employment growth in the United States between 1994 and 

2006. These new jobs are fairly evenly divided between small and large 

firms.  In the Port Authority region, small business employment growth 

has mirrored the overall trend.  In fact, the share of employment by small 

firms in the New York-New Jersey metropolitan area remained constant 

from 1997 to 2007 (the last year for which data are available) at 20 

percent. Small firms have been important contributors but not unique 

drivers of economic growth.

Small businesses continue to face difficult economic conditions. A 

quarterly survey by the Federal Reserve shows that banks have only 

recently stopped tightening credit conditions for these enterprises. 

Lending is well below pre-recession levels, although it appears to have 

bottomed out and is no longer decreasing. Other surveys show that small 

business optimism has increased slightly over the last year but is well 

below pre-recession levels. A Capital One survey found that few are 

planning to increase their investment spending over the next six months. 

On the other hand, the same survey found that thirty percent of small 

businesses expect to add employees during that period.

These cautious plans likely reflect the poor prospects for faster economic 

growth and lack of aggregate demand. As millions of families struggle to 
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With American Express’ “Small Business Saturday” behind us and the 

holiday shopping season underway, a question arises as to whether small 

business can lead the way to economic recovery. Small businesses are 

frequently cited as the engines for economic growth, so faster growth 

among them could have a dramatic effect on the dismal employment 

picture. 

Historically, the evidence is mixed. Small businesses are far more 

numerous than large businesses – 90 percent of all firms in the New York-

New Jersey metropolitan area have fewer than twenty employees. Yet 

those firms account for only 20 percent of the workforce (see Figure). 

According to a Small Business Administration study, a small set of “high 

impact” firms – around two to three percent of all firms – accounted for 

nearly all employment growth in the United States between 1994 and 

2006. These new jobs are fairly evenly divided between small and large 

firms.  In the Port Authority region, small business employment growth 

has mirrored the overall trend.  In fact, the share of employment by small 

firms in the New York-New Jersey metropolitan area remained constant 

from 1997 to 2007 (the last year for which data are available) at 20 

percent. Small firms have been important contributors but not unique 

drivers of economic growth.

Small businesses continue to face difficult economic conditions. A 

quarterly survey by the Federal Reserve shows that banks have only 

recently stopped tightening credit conditions for these enterprises. 

Lending is well below pre-recession levels, although it appears to have 

bottomed out and is no longer decreasing. Other surveys show that small 

business optimism has increased slightly over the last year but is well 

below pre-recession levels. A Capital One survey found that few are 

planning to increase their investment spending over the next six months. 

On the other hand, the same survey found that thirty percent of small 

businesses expect to add employees during that period.

These cautious plans likely reflect the poor prospects for faster economic 

growth and lack of aggregate demand. As millions of families struggle to 

rebuild household wealth, find or retain jobs, and deal with home 

foreclosures, the prospects for resurgent consumer spending seem dim. 

This directly impacts small businesses and until the economic 

fundamentals begin to heal, businesses small and large are unlikely to 

spend heavily on new investments or hire large numbers of new workers.
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Distribution of NY-NJ Metro 

Firms and Employment by Size of Firm
2010 2010 2009

Vacancy Rate 

OVERALL 12.1 11.5 12.1

Midtown 11.3 11.6 13.8

                    Downtown 12.1 12.0 8.2

Average Asking Rent ($/square foot)

OVERALL 57.5 57.4 63.1

                    Midtown 64.0 63.9 67.3

                    Downtown 41.9 41.2 45.6
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among them could have a dramatic effect on the dismal employment 

picture. 
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those firms account for only 20 percent of the workforce (see Figure). 

According to a Small Business Administration study, a small set of “high 

impact” firms – around two to three percent of all firms – accounted for 

nearly all employment growth in the United States between 1994 and 

2006. These new jobs are fairly evenly divided between small and large 

firms.  In the Port Authority region, small business employment growth 

has mirrored the overall trend.  In fact, the share of employment by small 

firms in the New York-New Jersey metropolitan area remained constant 

from 1997 to 2007 (the last year for which data are available) at 20 

percent. Small firms have been important contributors but not unique 

drivers of economic growth.

Small businesses continue to face difficult economic conditions. A 

quarterly survey by the Federal Reserve shows that banks have only 

recently stopped tightening credit conditions for these enterprises. 

Lending is well below pre-recession levels, although it appears to have 

bottomed out and is no longer decreasing. Other surveys show that small 

business optimism has increased slightly over the last year but is well 

below pre-recession levels. A Capital One survey found that few are 

planning to increase their investment spending over the next six months. 

On the other hand, the same survey found that thirty percent of small 

businesses expect to add employees during that period.

These cautious plans likely reflect the poor prospects for faster economic 

growth and lack of aggregate demand. As millions of families struggle to 

rebuild household wealth, find or retain jobs, and deal with home 

foreclosures, the prospects for resurgent consumer spending seem dim. 

This directly impacts small businesses and until the economic 

fundamentals begin to heal, businesses small and large are unlikely to 

spend heavily on new investments or hire large numbers of new workers.
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With American Express’ “Small Business Saturday” behind us and the 

holiday shopping season underway, a question arises as to whether small 

business can lead the way to economic recovery. Small businesses are 

frequently cited as the engines for economic growth, so faster growth 

among them could have a dramatic effect on the dismal employment 

picture. 

Historically, the evidence is mixed. Small businesses are far more 

numerous than large businesses – 90 percent of all firms in the New York-

New Jersey metropolitan area have fewer than twenty employees. Yet 

those firms account for only 20 percent of the workforce (see Figure). 

According to a Small Business Administration study, a small set of “high 

impact” firms – around two to three percent of all firms – accounted for 

nearly all employment growth in the United States between 1994 and 

2006. These new jobs are fairly evenly divided between small and large 

firms.  In the Port Authority region, small business employment growth 

has mirrored the overall trend.  In fact, the share of employment by small 

firms in the New York-New Jersey metropolitan area remained constant 

from 1997 to 2007 (the last year for which data are available) at 20 

percent. Small firms have been important contributors but not unique 

drivers of economic growth.

Small businesses continue to face difficult economic conditions. A 

quarterly survey by the Federal Reserve shows that banks have only 

recently stopped tightening credit conditions for these enterprises. 

Lending is well below pre-recession levels, although it appears to have 

bottomed out and is no longer decreasing. Other surveys show that small 

business optimism has increased slightly over the last year but is well 

below pre-recession levels. A Capital One survey found that few are 

planning to increase their investment spending over the next six months. 

On the other hand, the same survey found that thirty percent of small 

businesses expect to add employees during that period.

These cautious plans likely reflect the poor prospects for faster economic 

growth and lack of aggregate demand. As millions of families struggle to 

rebuild household wealth, find or retain jobs, and deal with home 

foreclosures, the prospects for resurgent consumer spending seem dim. 

This directly impacts small businesses and until the economic 

fundamentals begin to heal, businesses small and large are unlikely to 

spend heavily on new investments or hire large numbers of new workers.

¹ Since the peak in June 2006, housing prices have fallen by 28.5 percent nationally and 
by 19.1 percent in the New York Region

2 For optimistic and pessimistic alternative forecasts please contact the Planning and Regional 
Development Department. 

Can Small Business Lead the Way to 

Economic Recovery? 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Number of Firms Employment

Distribution of NY-NJ Metro 

Firms and Employment by Size of Firm

500+ employees

100-499

20-99

<20

Sources: US Census Bureau; Small Business Administration; Federal Reserve Bank; Capital 

One Bank; National Federation of Independent Business
Sources available upon request.

With American Express’ “Small Business Saturday” behind us and the 

holiday shopping season underway, a question arises as to whether small 

business can lead the way to economic recovery. Small businesses are 

frequently cited as the engines for economic growth, so faster growth 

among them could have a dramatic effect on the dismal employment 

picture. 

Historically, the evidence is mixed. Small businesses are far more 

numerous than large businesses – 90 percent of all firms in the New York-

New Jersey metropolitan area have fewer than twenty employees. Yet 

those firms account for only 20 percent of the workforce (see Figure). 

According to a Small Business Administration study, a small set of “high 

impact” firms – around two to three percent of all firms – accounted for 

nearly all employment growth in the United States between 1994 and 

2006. These new jobs are fairly evenly divided between small and large 

firms.  In the Port Authority region, small business employment growth 

has mirrored the overall trend.  In fact, the share of employment by small 

firms in the New York-New Jersey metropolitan area remained constant 

from 1997 to 2007 (the last year for which data are available) at 20 

percent. Small firms have been important contributors but not unique 

drivers of economic growth.

Small businesses continue to face difficult economic conditions. A 

quarterly survey by the Federal Reserve shows that banks have only 

recently stopped tightening credit conditions for these enterprises. 

Lending is well below pre-recession levels, although it appears to have 

bottomed out and is no longer decreasing. Other surveys show that small 

business optimism has increased slightly over the last year but is well 

below pre-recession levels. A Capital One survey found that few are 

planning to increase their investment spending over the next six months. 

On the other hand, the same survey found that thirty percent of small 

businesses expect to add employees during that period.

These cautious plans likely reflect the poor prospects for faster economic 

growth and lack of aggregate demand. As millions of families struggle to 

rebuild household wealth, find or retain jobs, and deal with home 

foreclosures, the prospects for resurgent consumer spending seem dim. 

This directly impacts small businesses and until the economic 

fundamentals begin to heal, businesses small and large are unlikely to 

spend heavily on new investments or hire large numbers of new workers.

¹ Since the peak in June 2006, housing prices have fallen by 28.5 percent nationally and 
by 19.1 percent in the New York Region

2 For optimistic and pessimistic alternative forecasts please contact the Planning and Regional 
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